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HIGHLIGHTS OF THE HOUSING AND 
COMMUNITY DEVELOPMENT ACT OF 1977 


On October 12... President Carter signed into law the Housing and Community 
Development Act of 1977. The new law ties together programs to help meet the country’s 
housing needs with new stimulants to revitalize America’s distressed cities. 


The Housing and Community Development Act of 1977 is omnibus legislation which 
makes a number of significant changes in the Nation’s housing, community development, and 
related programs. The new law contains nine titles: 


e Community Development (Title 1) 
Housing Assistance and Related Programs (Title II) 


Federal Housing Administration Mortgage Insurance and Related Programs (Title III) 
Lending Powers of Federal Savings and Loan Associations; Secondary Market 
Authorities (Title IV) 

Rural Housing (Title V) 

National Urban Policy (Title VI) 

Flood and Riot Insurance (Title VII) 

Community Reinvestment (Title VIII) 

Miscellaneous Provisions (Title IX) 


The Act extends FHA mortgage insurance authorities and increases FHA maximum 
mortgaye amounts and decreases FHA downpayment requirements, ties housing programs 
more closely to the Community Development Block Grant Program, and extends and amends 
other laws relating to housing, community development, and Federal insurance programs. For 
these purposes. .. the Act authorizes funds totaling $6.2 billion for fiscal year 1978. 


The legislation also strengthens the existing Community Block Grant Program. .. and 
establishes an additional Urban Development Action Grant Program as a major new initiative 
designed primarily to improve the economic viability of the Nation’s most distressed areas. A 
summary of the Act is available from HUD’s Office of Public Affairs, Room 9243, 
Washington, D.C. 20410. 

HUD will conduct eight 1-day briefings on the Act in major cities across the country 
from October 27 to December 1. Members of HUD staff will present a thorough overview oI 
the 1977 Act in each session. .. and there will be workshops on Urban Development Action 
Grants; the impact of the Act on small cities; changes in the basic Block Grant Program; and 
changes in Housing programs. The list of cities and dates was published in the October 17 
issue of the HUD Newsletter. 


Some highlights of the legislation: 


HOUSING 


FHA Mortgage and Home Improvement Loan Limits Raised. Basic mortgage limits 
under Sections 203(b), 220, 222, and 234 are raised from the prior $45,000 limit to 
$60,000. Rural area loans under 203(i) are raised to $45,000. Title 1 Home Improvement 
Loans maximum is raised from $10,000 to $15,000. .. and the maximum loan term increased 
from 12 to 14 years. 
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New Housing Law—Cont’d 


Mobile Home Loan Limits Raised. Single units raised to $16,000... double-width 
units to $24,000. Maximum term for double units raised to 23 years. 


Federally-Insured Savings & Loan Limits Raised. Single-family home mortgage ceilings 
increased from $55,000 to $60,000. 

Secondary Mortgage Limits Changed. Limit on conventional mortgages eligible for 
purchase by FNMA or FHLMC set at approximately $75,000. The Tandem Plan purchases 
(under Brooke-Cranston) is extended through fiscal ’78...with a $7.5 billion limit on 
purchases and commitments for the year. 


Section 235 Mortgage Limits Raised. $32,000 limit for basic unit and $38,000 for 5 
or more family units established. .. with $38,000 and $44,000 in high-cost areas. 


Rehabilitation. Program Extended. The Section 312 program is extended through 
fiscal °79. .. and loan limit raised to $27,000 per unit. Additional funds authorized. 


Counseling Prog:ams Extended. Counseling is authorized for all FHA home purchases. 


Public Housing and Section 8 Authorizations. Contract authority for these programs 
set at $1.160 billion. Of this amount...$42.5 million is earmarked for Public Housing 
modernization. .. and $102 million for Section 202 projects. 


Tax and Utility Subsidies for Section 236 Housing. Subsidy payments covering 
increased utility costs and local property taxes exceeding initial operating expense levels are 
authorized. These payments shall be used by the project owner only to reduce the basic 
rental level established for the project. 


COMMUNITY DEVELOPMENT 


Block Grant Program Changed. The primary vehicle for the Community Development 
aspect of revitalizing American cities is the Community Development Block Grant Program. 
This was enacted in 1975 with a 3-year authorization. It is extended for another 3 years in 
Title I of this Act .. which also extends and authorizes appropriations for the Residential 
Rehabilitation Loan Program (Section 312) and the Comprehensive Planning Program 
(Section 701). It also changes the formula for allocating Block Grant Funds so that older, 
distressed, cities receive additional help. 


Program Extended. The 3-year extension carries with it authorizations of $3.5 billion 
for fiscal year 1978, $3.65 billion for fiscal year 1979, and $3.8 billion for fiscal year 1980. 
A dual formula system is established for allocating funds. The current formula weights 
population at 25 percent, overcrowded houses 25 percent, and poverty 50 percent. The new 
formula weights growth lag decrease in population compared with the rest of the Nation at 
20 percent, poverty at 30 percent, and age of housing at 50 percent. A metropolitan city or 
urban county is granted whatever sum is greater under the two formulas. 


Special Settlement Fund Established. A maximum authorization of $100 million for 
each of fiscal years 1978, 1979, and 1980 is established for grants to localities which need 
supplemental assistance, primarily to close out Urban Renewal Projects. 


Hold ‘Harmless’ Provisions to be Phased Out. Communities which had been receiving 
categorical grants prior to establishment of the Block Grant Program in 1974 continued to 
receive equivalent amounts for the past 3 years (i.e. were held ‘harmless’). In the next 3 
years... there will be a phase-out period during which annual grants will be reduced by 
one-third each year. Smaller communities which did not receive benefits for all the old 
categorical programs, but had participated in Model Cities, Urban Renewal, or Code 
Enforcement Programs, will receive the same ‘hold harmless’ phase-out treatment. 


Small Communities Discretionary Balances Allocation. The new law provides for the 
allocation of the discretionary balance for metropolitan areas on a State-by-State basis. (Prior 
law made this allocation for each metropolitan area.) 
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The Act also provides for the allocation of the SMSA and non-SMSA discretionary 
balances according to a dual formula, with allocations being the higher of amounts 
determined under the existing allocation formula. ..or a second formula. . . using as factors: 
age of housing, (counted 2% times)...extent of poverty, (counted 1% times)... and 
population, (counted once). The Secretary is required to make pro rata reductions of allocations 


to compensate for any difference between the total to be allocated and the total amounts 
available. 


Housing Assistance Plans Expanded. HAPs for low- and moderate-income families 
... required in all applications...now must include more information. Where practicable 
...the HAP plans should be tied in with HUD’s Public Housing and Section 8 Programs, 
homeownership and rental cooperative housing programs for lower-income families, the Rent 
Supplement Program, and Housing for the Elderly and Handicapped. 


New Features of the Block Grant Legislation. Grants may be made to neighborhood 
and nonprofit organizations, local development corporations, or minority enterprise small 
business investment companies to carry out neighborhood revitalization or community 
economic development projects which aid Block Grant objectives. Block Grant recipients may 
be given aid to acquire property for rehabilitation and to rehabilitate privately-owned 
property. The Secretary is directed to prepare a study and report to the President within | 
year on recommendations for a national policy on the development needs of small cities. 
States, local governments, Indian tribes, and areawide planning organizations are now eligible 
for grants from the Secretary’s discretionary fund to provide technical assistance. 


Urban Development Action Grants. The major new initiative to aid the most 
distressed cities received funding authorization of $400 million for each fiscal year—1978, 
1979, and 1980. The Action Grants will make it possible for severely distressed cities to 
alleviate physical and economic deterioration through specific economic development activi- 


ties in areas of population outmigration and stagnating or declining tax base, and through 
reclamation projects in neighborhoods that exhibit excessive housing abandonment or 
deterioration. 


MISCELLANEOUS 


Flood Insurance Extended. Program authorization continued through fiscal ’78. 
Coverage limits increased to $150,000 for residential and $250,000 for business properties. 

Urban Homesteading. The appropriation for the Urban Homesteading Demonstration 
Program is increased from $5 million to $15 million. The Program is designed to stabilize and 
restore neighborhoods. It allows families to become owners, for a nominal fee, of 
substantially sound housing from the HUD inventory on condition they agree to live in and 
improve the property for a certified period. 


Graduated Payment Mortgages. Several changes are made in HUD’s experimental 
financing authority used in its Graduated Payment Mortgage Program. In this Program, 
intended to permit younger families to make lower monthly payments, the Department 
insures mortgages with rates of amortization corresponding to variations in family incomes. 
One change establishes the program on a permanent operating basis, and removes the 
previous limitation on the volume of mortgages that may be insured. Another change imposes 
a limited preemption of State restrictions on interest rates that might otherwise apply to 
mortgages insured under the authority and thus curb the use of the Program. 

Mortgage Insurance in Militarily-Impacted Areas. HUD has new authority to waive 


some of its usual requirements when insuring mortgages on housing near military installations 
in militarily-impacted areas. 


Prototype Housing Costs. Beginning in calendar 1979...the HUD Secretary will 
prepare and publish annually prototype housing costs for one- to four-family dwelling units 
for each housing market area in the country. 
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Research and Development. An authorization not to exceed $60 million is provided 
for HUD’s Research and Development activities during tiscal year 1978. 


National Urban Policy. A biennial report is required to formulate a National Urban 
Policy of sound, orderly, and more balanced development of all the areas of the Nation. It 
replaces the Urban Growth Report but expands the scope of reporting and analysis. . . and 
also calls for the first report to be due during February 1978. 


New Communities. The Act extends to September 30, 1978, authority of the HUD 
Secretary to make financial assistance available to private new community developers and 
State land development agencies for planning New Community development programs. 
Authority was originally granted under Section 720 of the 1970 Housing and Urban 
Development Act. 


Community Reinvestment. The Act requires the Comptroller of the Currency, Board 
of Governors of the Federal Reserve System, Federal Deposit Insurance Corporation, and 
Federal Home Loan Bank Board to use their authority when examining financial institutions 
under their jurisdiction to encourage them to help meet the credit needs of their local 
communities. 


OTHER PROVISIONS 


e A new Special Assistant is created to coordinate HUD Housing and Community 
Development Programs for Indians and Alaska natives. The Secretary will report annually to 
Congress on the Department’s efforts and make legislative recommendations. 


e Modular homes... manufactured in a factory, transported to a building site, and 
placed on a permanent foundation. ..are exempt from the Federal Mobile Home Construc- 
tion and Safety Standards. 


e Homeownership counseling is expanded to include owners of single-family homes 
with HUD-insured mortgages as well as homeowners already covered under the 235 Program. 


The Act has been designated Public Law 95-128. 
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